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CONFIDENTIAL LUSAKA 2342 

E.O. 11652: GDS 

TAGS: EIND, MASS, ZA, IT 

SUB J : ITALY BACKS OFF IN ZAMBIA 

1 . THE GOVERNMENT OF ITALY APPEARS TO BE TAKING A HARD LOOK 
AT ITS ZAMBIAN COMMITMENTS AND INDICATIONS ARE THAT ITALY 
WILL NOT BE UNDERTAKING ANY NEW PROJECTS IN ZAMBIA. THE FIAT 
ASSEMBLY PLANT IN LIVINGSTONE, DESIGNED TO PRODUCE SOME 30 
CARS PER DAY, IS REPORTED TO BE DOWN TO 5 UNITS PER DAY BE- 
CAUSE OF A SHORTAGE OF IMPORTED COMPONENTS. ACCORDING TO 
THE ITALIAN AMBASSADOR, ITALY IS REFUSING TO SUPPLY ADDITIONAL 
COMPONENTS WITHOUT PAYMENT IN ADVANCE BECAUSE OF THE HUGE 
AMOUNT OF MONEY OWED FIAT FOR PREVIOUS SHIPMENTS. 

2. THE AMBASSADOR SAID THAT THE GOVERNMENT OF ZAMBIA HAD 
APPROACHED ITALY FOR THE SUPPLY OF MILITARY EQUIPMENT BUT THAT 
BECAUSE OF THE AMOUNTS OWED TO FIAT, ITALY WOULD NOT SUPPLY 
ARMS ON A CREDIT BASIS. 

3. WHILE THE FIAT SITUATION MAY BE ONLY A CONVENIENT EXCUSE 
FOR TURNING DOWN THE ARMS REQUEST, ITALY HAS HAD SIGNIFICANT 
EXPOSURE IN ZAMBIA AND MAY BE CONCERNED ABOUT ADDITIONAL 
COMMITMENTS. AN ITALIAN CONSTRUCTION FIRM HAS A $50 MILLION 
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CONSTRUCTION CONTRACT ON PHASE TWO FHTE ITEZHT -TF.ZHT 
DAM PROJECT. AN AFFILIATE OF ITALY'S ENI CONSTRUCTED AND 
EXPANDED THE DAR ES SALAAM TO NDOLA PIPELINE (TAZAMA) AND 
THIS INVOLVED A TOTAL OF $69 MILLION IN LOANS FROM THE 
ITALIAN GOVERNMENT OR PRIVATE ITALIAN COMPANIES. THE SAME 
CONSTRUCTION FIRM BUILT THE INDENI REFINERY IN NDOLA FINANCED 
BY A $31 MILLION LOAN FROM THE GOVERNMENT OF ITALY. ANIC, 
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ANOTHER ENI SUBSIDIARY, OWNS 50 PERCENT OF THE REFINERY 
(50 PERCENT IS ZAMBIAN GOVERNMENT OWNED) AND OPERATES THE 
REFINERY AS WELL. 

CLINGERMAN 
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